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RECENT  RAIL  FREIGHT  RATE  INCREASES  l/ 

In  its  report  of  August  6,  1957,  in  Ex  Parte  206,  2/  a  case  involving 
increases  in  the  general  level  of  freight  rates,  the  Interstate  Commerce 
Commission  stated  that  it  was  clear  that,  by  the  end  of  1957,  the  railroads 
would  be  faced  with  further  increased  costs  resulting  from  (among  other 
things)  a  rise  in  the  payroll  tax  rate,  wage  increases  stemming  from  a 
cost-of-living  adjustment  based  on  the  Consumer  Price  Index,  and  increases 
in  prices  of  materials.  The  Commission  said  that,  when  these  increases 
occurred,  it  would  entertain  a  petition  to  authorize  "further  moderate 
increases  in  such  rates  and  charges  to  cover  additional  increases  in 
expenses  which  have  materialized."  The  Commission  suggested  further  that 
consideration  should  be  given  to  ways  of  increasing  rates  other  than  a 
general  horizontal  increase.  The  latter  —  a  percentage  increase  applying 
uniformly  to  most  commodities  —  is  the  approach  which,  for  a  good  many 
years,  has  been  used  whenever  the  railroads  have  sought  a  general  increase 
in  revenue.  A  rate  increase  for  that  purpose  is  distinguished  from  upward 
or  downward  adjustments  of  rates  on  individual  commodities  or  movements 
which  —  for  any  of  various  reasons  —  need  special  attention. 

A  main  objection  to  a  general  horizontal  increase  is  that  it  does 
not  take  into  account  the  fact  that  shippers  of  different  products  and  at 
various  locations  differ  in  ability  and  willingness  to  pay  rates  at  the 
new,  higher  level.  The  selective  approach  is  conducive  toward  treating 
differently  the  traffic  which  is  likely  to  be  lost  by  a  rate  increase  and 
the  traffic  which  is  likely  to  continue  with  the  railroads  despite  such  an 
increase.  An  increase  sometimes  causes  a  shift  to  other  modes  of  transport 
barge  lines,  truck  lines,  the  shippers'  own  trucks,  etc. 

On  December  23,  1957,  the  railroads  petitioned  the  Interstate  Commerce 
Commission  in  Ex  Parte  212  to  permit  schedules  incorporating  selective  rate 
increases  to  become  effective  February  1,  1958  (later  postponed  to  February 
15).  The  Commission  allowed  some  of  the  rates  to  go  into  effect  subject  to 
a  general  investigation,  partially  suspended  others  until  mid-September 
1953,  and  suspended  still  others  entirely  until  the  same  date,  pending  the 
outcome  of  the  investigation.  Those  rate  increases  which  were  allowed  to 
become  effective  are  subject  to  a  refund  provision,  should  the  increase  be 
disapproved  wholly  or  in  part  after  investigation  by  the  Commission. 

The  present  status  of  the  proposed  increases  in  rates  and  charges 
dealing  with  agricultural  products  and  some  important  farm  materials  and 
supplies  is  noted  below.  Regardless  of  the  type  of  commodity,  none  of  the 
new  or  increased  accessorial  charges  —  charges  other  than  the  basic  rate 
for  hauling  —  was  approved  in  its  entirety  at  this  time.   Note,  for 
example,  the  suspension  of  a  part  of  the  proposed  new  charges  for  diver- 
sion. Hitherto  this  privilege,  whereby  the  shipper  names  a  different 
destination  after  the  freight  is  on  its  way,  has  been  available  on  some 
railroads  without  any  separate  charge  for  it. 

1/  Prepared  by  Celia  Sperling  and  Clem  C.  Linneriberg,  Jr.,  Transportation 
Economists,  Transportation  and  Facilities  Branch,  Agr.  Market.  Serv. 

2/  See  the  Nov.  1957  issue  of  this  Situation  (MTS-127),  p.  10,  for  an 
account  of  the  railroad  freight  rate  increases  allowed  in  Ex  Parte  206. 
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Rate  increases  allowed  to  go  into  effect  pending  investigation! 

Commodity 

I.  Products  of  Agriculture  3  percent 

Exceptt 

Percentage  increases  with  flat 
minimum  or  maximum: 
Proportional  rates  on  grain  and 

grain  products 3  percent,  minimum  0.  5  cent 

per  100  pounds 

Cotton 3  percent,  maximum  3  cents 

per  100  pounds 

Irish  potatoes 3  percent,  maximum  5  cents 

per  100  pounds 

Flat  increases: 

Cottonseed 1  cent  per  100  pounds 

Dried  and  frozen  fruits  and 

vegetables  1  cent  per  100  pounds 

Edible  nuts 1  cent  per  100  pounds 

Coffee  3  cents  per  100  pounds 

Hay  and  straw 5  cents  per  100  pounds 

Cereal  food  preparations 5  cents  per  100  pounds 

Fresh  fruits  and  vegetables  (other 

than  oranges  and  grapefruit)  ....  5  cents  per  100  pounds 

No  increase  requested: 

Tobacco,  dried  beans  and  peas, 
oranges,  and  grapefruit  None 

II.  Animals  and  Products 

Percentage  increases: 

Hides,  skins,  and  pelts  3  percent 

Milk  and  cream 2  percent 

Livestock 3  percent,  minimum  5  cents 

per  100  pounds 

Flat  increases: 

Meats,  packinghouse  products,  and 

certain  dairy  products  1  cent  per  100  pounds 

Wool •  5  cents  per  100  pounds 

Seafood  and  fish  and  sea  animal 

oil 5  cents  per  100  pounds 

III.  Products  of  Mines 

Phosphate  rock 10  cents  per  ton 
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IV.  Products  of  Forests 

Percentage  increases: 

Lumber  and  related  articles  2  percent 

Logs,  butts,  bolts,  fuel  wood,  and 
specified  products  of  forests  ...  10  percent,  maximum  3  cents 

per  100  pounds 
Resin  and  turpentine 2  percent 

No  increase  requested: 

Pulpwood None 

V.  Manufactures  and  Miscellaneous 

Percentage  or  flat  increases: 

Animal  and  poultry  feed 3  percent 

Fertilizer  and  fertilizer 

materials  1  cent  per  100  pounds  or 

20  cents  per  ton 

No  increase  requested: 

Gasoline None 

Agricultural  implements  and  parts   None 

Rate  increases  allowed  to  go  into  effect  in  part  and  suspended  in  part. 
pending  investigation: 

Item  Portion  of  Increase  Suspended  l/ 

Shells  (oyster,  clam,  or  mussel)  Exceeding  3  percent;  maximum  of 

12  cents  per  net  ton  permitted 

Clay  farm  drain  tile ••  Exceeding  2  cents  per  100  pounds 

Proposed  increase  in  charges  for 

stopping  in  transit  for  partial  loading 

and  unloading  and  for  industrial 

switching  Exceeding  5  percent 

Proposed  new  charges  for  diversion  and 

reconsignment,  and  proposed  increases 

in  present  charges  for  loading  and 

unloading  and  diversion  and  reconsign- 
ment   Exceeding  10  percent 

1/  Op  to  the  limit  noted,  each  of  these  increases  was  approved  pending 
investigation. 
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Increases  entirely  suspended  pending  investigation; 

Item  Increase  Suspended 

Waterborne  traffic  (rail  traffic  to 
ports)  6  cents  per  100  pounds  in  line- 
haul  rate  of  railroad  performing 
port  terminal  service 
Proposed  new  loading  and  unloading 
charges  at  New  York  and  Philadelphia: 

Loading  or  unloading  only $2.36  per  ton 

Loading  or  unloading,  plus  sorting, 

checking,  etc $4-09  per  ton 

Proposed  reduction  in  free  time  at 
ports  2/ Decrease 


2/  For  rail  cars  at  ports  where  the  freight  is  to  beconte  waterborne,  the 
free  time  for  delay  in  unloading  would  be  reduced  to  U  days,  with  exceptions, 

Even  in  connection  with  a  general  increase  in  which  the  ICC  authorizes 
a  uniform  percentage  rise  in  the  rates  on  most  commodities,  there  are 
hold-downs.  This  means  an  upper  limit,  in  cents  per  100  pounds,  to  the 
amount  of  increase  permitted  by  the  ICC  on  each  of  various  specified 
commodities.  Nevertheless,  in  Ex  Parte  212,  the  increases  for  which  the 
railroads  have  sought  authorization  and  also  those  tentatively  allowed  by 
the  ICC  are  far  more  diverse  than  have  been  common  in  the  "general  hori- 
zontal" approach,  such  as  that  in  Ex  Parte  206.  This  is  true  if  we  look 
only  at  farm  products  and  supplies  or  at  the  whole  array  of  commodities. 
Among  nonfarm  products,  there  are  numerous  important  commodities  on  which, 
in  Ex  Parte  212,  the  railroads  seek  no  increase.  Among  farm  products,  the 
"no  increase"  approach  in  Ex  Parte  212  is  less  conspicuous. 

When  the  ICC  authorizes  a  general  horizontal  increase,  the  railroads 
sometimes  refrain  from  taking  the  entire  authorized  increase  on  particular 
commodities  or  movements  in  which  they  believe  they  will  lose  too  much 
traffic  if  they  take  the  full  increase  that  is  authorized.  Ex  Parte  212, 
the  current  rate  case,  involves  —  as  stated  above  —  a  process  which  is 
selective  at  the  very  start.  But  a  further  selective  process  will  probably 
be  used  by  the  railroads,  in  some  degree,  even  in  making  use  of  the  rate- 
increase  authorizations  tentatively  permitted,  or  any  granted  later,  in 
Ex  Parte  212. 
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Transportation  Charges  kj 


Rail  Rates 


From  the  end  of  World  War  II  through  1957  "the  Interstate  Commerce  Commis- 
sion authorized  the  railroads  to  take  lk   general  freight  rate  increases.  These 
resulted  in  a  79  percent  increase  in  the  combined  freight  rate  index  for  select- 
ed agricultural  commodities.  (See  pp.  ikL-U-2.)  On  February  15,  195&  "the  Commis- 
sion permitted  numerous  selective  rail  freight  rate  increases  to  go  into  effect 
as  a  result  of  the  petition  of  the  railroads  filed  in  Ex  Parte  212.  These  in- 
creases were  alloved  pending  a  full-scale  investigation  of  the  situation.  At 
the  same  time  the  Commission  suspended  part  or  all  of  other  increases  and  newly 
proposed  charges.  The  suspended  proposals  chiefly  concerned  charges  for  acces- 
sorial services,  such  as  unloading.  5/  The  Commission  announced  its  decision  on 
September  9,  1958.   It  found  that,  among  the  rates  on  agricultural  commodities 
and  related  products,  the  following  requests  for  increases  "were  unjust  and  un- 
reasonable; and,  to  the  extent  that  they  were  so  found,  they  were  disallowed. 


Commodity 
Edible  livestock 


Wool  and  mohair 


Shells  (oyster,  clam  or  mussel) 


Clay  farm  drain  tile 


Modification  of  Railroads'  Proposal 

The  proposed  increase  of  3  percent  with 
a  minimi  tip  increase  of  5  cents  per  100 
pounds,  was  modified  by  eliminating  the 
provision  for  a  minimum. 

The  proposed  increase  of  5  cents  per  100 
pounds  was  disallowed  in  its  entirety. 

The  proposed  increase  of  3  percent  was 
modified  by  providing  for  a  maximum  of 
12  cents  increase  per  net  ton. 

The  proposed  increase  of  5  cents  per  100 
pounds,  or  $1.00  per  ton,  was  changed  to 
2  cents  per  100  pounds. 


Among  the  special  and  accessorial  charges  which  were  suspended  in  February, 
pending  investigation,  the  following  were  allowed  in  September,  to  the  extent 
here  stated: 


Item 


Waterborne  traffic  (rail  traffic  to 
ports) 


Amount  allowed 

6  cents  per  100  pounds  added  to  linehaul 
rates  on  export,  import,  coastwise,  and 
intercoastal  freight  moving  through  all 
United  States  ports,  subject  to  certain 
limitations  or  restrictions.   Increase 
will  not  apply  on  grain,  soybeans,  or 
flaxseed  in  bulk;  coal  or  coke  in  bulk; 
15  kinds  of  ore  in  bulk;  coastwise  traffic 
interchanged  in  railroad  freight  cars. 


kj     Prepared  by  Celia  Sperling,  Transportation  Economist,  Transportation 
and  Facilities  Branch,  Agr.  Market.  Ser. 

5/  See  the  April  1958  issue  of  this  Situation,  pp.  1I4-17 ,  for  an  analysis 
of  the  interim  increases  granted  in  Ex  Parte  212. 
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Item 


Amount  allowed 


Increase  will  be  added  only  to  linehaul 
rates  which  apply  to  or  from  shipside . 
Increase  will  not  apply  on  export  and 
import  traffic  moving  under  domestic 
rates  to  or  from  Great  Lakes  ports. 


Charges  for  loading  and  unloading 
perishables  at  New  York  and 
Philadelphia 

Loading  or  unloading  only  6/ 

Loading  or  unloading,  plus 
sorting,  checking,  etc.  6/ 

Switching  charges 

New  charges  for  diversion,  recon- 
signment,  and  related  services 

Increase  in  present  charges  for 
diversion  and  reconsignment 

Stopping  for  partial  loading  or 
unloading 

Free  time  at  ports 


$2.86  per  ton 

$U.09  per  ton 

5  percent  increase 

$^.00  for  each  of  a  variety  of  services 

10  percent 

10  percent 

Same  as  at  present  (a  reduction  in  free 
time,  before  unloading,  was  proposed). 


The  Interstate  Commerce  Commission  has  estimated  that  rail  rates  and 
charges,  as  they  stand  since  the  September  decision,  will  bring  the  railroads 
2.3  percent  more  revenue  than  they  were  receiving  immediately  before  the  in- 
crease of  last  February.  The  increased  revenue  from  agricultural  commodities 
probably  will  be  something  less  --  perhaps  2  percent  --  If  the  increased  rates 
do  not  divert  potential  tonnage  to  other  forms  of  transportation  and  if  further 
substantial  rate  reductions  on  selected  commodities  are  not  made  to  meet  com- 
petition from  other  forms  of  transportation.   On  all  traffic  combined  the  net 
increase  derived  from  the  increases  granted  in  September  will  amount  to  about 
$12  million  per  year  above  the  amount  derived  from  the  February  increases, 
$9  million  of  this  accruing  to  the  eastern  railroads. 

At  the  same  time  that  the  railroads  have  been  getting  these  rate  increases, 
they  have  been  making  selective  rate  reductions  on  certain  commodities  and  pro- 
posing many  others  in  an  effort  to  recapture  some  of  the  traffic  they  have  lost 
to  other  modes  of  transportation.  Thus,  within  the  last  year,  railroads  have 
established  incentive  rates  on  vegetables  from  California  and  Arizona  to  the 
Midwest  and  the  East.  They  have  established  schedules  of  rates  which  encourage 
heavier  loading  of  cars.  For  example,  the  rate  per  100  pounds  is  lower  when 

Immediately  before  the  present  rate  case  (Ex  Parte  212),  there  was  no 
separate  charge  for  this  service. 
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the  car  is  loaded  to  30*000  or  ^0,000  pounds  than  -when  it  is  loaded  to  only 
20,000  pounds.  Furthermore,  "when  the  increases  of  February  195^  "were  adopted, 
they  applied  only  to  the  use  of  a  20,000-pound  minimum  on  the  vegetable  move- 
ments here  discussed,  and  not  to  the  use  of  the  new,  higher  minimum  -with  their 
incentive  rates. 

Last  fall,  "per  car"  rail  rates  were  established  to  meet  truck  competition 
on  Florida  vegetables  shipped  to  northern  markets.  This  means  that  a  shipper 
may  pay  an  established  flat  rate  for  the  use  of  a  car  to  ship  his  vegetables 
and  may  then  load  the  car  as  heavily  as  he  chooses.  The  "per  car"  rate  amounts 
to  a  lower  charge  per  100  pounds  than  had  been  applied  previously. 

Both  of  these  devices  are  expected  to  lover  the  railroads'  cost  of  opera- 
tion per  ton -mile  as  well  as  lowering  the  charges  per  ton -mile  paid  by  the 
shipper . 

A  railroad  which  operates  from  the  Lower  Rio  Grande  Valley  of  Texas  to 
St.  Louis  and  Kansas  City  offers  piggyback  service  (truck  trailers  on  flat  cars) 
for  fresh  produce  at  rates  which  compete  with  those  of  over-the-road  trucks. 

It  can  be  expected,  although  it  is  too  soon  to  measure  such  an  effect,  that 
some  of  the  traffic  which  has  left  the  railroads  for  other  modes  of  transport, 
principally  trucks,  will  return  to  the  rails  in  those  situations  where  the  rail- 
roads are  making  a  vigorous  attempt  to  increase  the  attractiveness  of  their 
rates  or  their  service. 

Motor  Carrier  Rates 

As  is  their  custom,  the  regulated  motor  carriers  have  responded  to  the 
rail  rate  increase  by  filing  new  rate  schedules  with  the  ICC,  taking  increases 
first  in  some  commodities,  then  in  others.  They  have  continued  in  their  efforts 
to  maintain  their  competitive  position  in  relation  to  the  other  modes  of  trans- 
portation.  It  is  safe  to  say  that,  except  where  the  competitive  situation  makes 
it  infeasible,  they  have  taken  advantage  of  the  increase  in  rail  rates  to  in- 
crease their  own  rates.   If  the  unregulated  carriers  have  done  the  same  thing, 
such  action  was  presumably  limited  very  substantially  where  the  railroads  have 
adopted  "incentive  rates"  and  the  like. 

Rates  of  Other  Carriers 

The  ICC -regulated  barge  lines  have  taken  many  of  the  same  increases  that 
have  been  granted  to  the  railroads  both  in  Ex  Parte  206  (August  1957)  a^i  in 
Ex  Parte  212. 

The  Interstate  Commerce  Commission  has  permitted  the  freight  forwarders  7/ 
to  take  a  3  percent  general  increase  in  rates  on  all  traffic  except  that  moving 
to,  from,  or  within  points  in  California,  Oregon,  Washington,  Idaho,  Nevada, 
Utah,  Arizona,  and  part  of  Montana. 

In  October  1958*  "the  Commission  authorized  the  Railway  Express  Agency  to 
increase  its  rates  on  less-than-carload  lots,  by  amounts  up  to  15  percent,  but 
with  important  exceptions.  Thus,  there  is  no  increase  on  fresh  fruit  from 
Florida,  Texas,  and  the  West.  The  Agency  was  not  allowed  any  Increases  on  car- 
load lots  of  any  commodity. 


7/  Firms  which  consolidate  shipments  of  freight,  in  order  to  make  lower 
rates  available  to  shippers  of  small  lots. 
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THE  TRANSPORTATION  ACT  OF  1958  \f 

On  August  12,  1958,  the  President  signed  Public  Law  85-625 ,  the  Transportation 
Act  of  1958,  consisting  of  amendments  to  the  Interstate  Commerce  Act*  The  now  law 
contains  several  provisions  intended  to  benefit  the  railroads.  2/  It  is  of  in- 
terest to  those  concerned  with  the  transportation  of  agricultural  commodities  be- 
cause its  provisions  affect  both  the  charges  for  transportation  and  the  service 
rendered.  Some  of  the  provisions  make  for  improved  service  and  lower  rates* 
Others  may  have  the  opposite  effect  as  an  incidental  consequence  of  the  help  pro- 
vided to  some  parts  of  the  transport  industry. 

Loan  Guaranties 

The  new  law  empowers  the  Interstate  Commerce  Commission  to  guarantee  loans 
for  railroads  to  finance  additions  and  betterments  or  other  capital  expenditures, 
or  to  finance  expenditures  for  maintenance  of  property.  The  intent  is  to  help 
railroads  improve  their  service  by  modernizing  their  facilities,  where  these  are 
outmoded,  and  putting  their  facilities  into  good  operating  condition.  Such  changes 
would  help  the  railroads  and  the  shippers.  The  financial  guaranty  is  to  be  made 
only  if  (a)  the  Commission  finds  that,  without  such  backing,  the  railroad  would 
be  unable  to  obtain  these  funds  on  reasonable  termsj  (b)  the  loan  is  repayable 
within  15  years;  and  (c)  the  Commission  finds  that  the  prospective  earning  power 
of  the  railroad,  plus  the  security  pledged,  furnish  reasonable  assurance  of  the 
applicant1 s  ability  to  repay  the  loan  within  the  specified  time. 

The  law  provides  further  that,  if  the  loan  is  for  the  purpose  of  meeting 
maintenance  costs,  the  railroad  may  not  declare  a  dividend  on  its  common  or  pre- 
ferred stock  during  the  life  of  the  loan. 

The  aggregate  amount  of  the  loans  which  may  be  guaranteed  is  limited  to 
$500  million  and  the  Commission's  power  to  guarantee  such  loans  expires  March  31* 
1961. 

Discontinuance  or  Change  of  Services 

The  ICC  has  long  had  jurisdiction  over  the  complete  abandonment  of  any  rail 
line  belonging  to  a  railroad  engaged  in  Interstate  transportation.  This  is  true 
irrespective  of  whether  the  particular  stretch  of  track  crosses  a  State  line. 
The  Transportation  Act  of  1958  brought  a  new  area  of  regulation  under  ICC  juris- 
diction —  the  regulation  of  discontinuance  of,  or  changes  in,  service  (short  of 
abandonment)  in  both  interstate  and  intrastate  cotwierce.  This  refers  to  such  a 
change  as  ceasing  to  provide  passenger  service  and  providing  only  freight  service. 
Control  over  such  changes  had  previously  been  entirely  within  the  province  of  the 
State  gpvernments,  even  as  regards  interstate  transportation  service. 

l/   Prepared  by  Celia  Sperling  and  Clem  C.  Linnenberg,  Jr.,  Transportation 
Economists,  Transportation  and  Facilities  Branch,  Agr.  Market.  Serv« 

2/  A  more  sweeping  set  of  proposals  for  changes  in  transportation  policy  was 
made  in  1955  but,  for  the  most  part,  has  not  been  enacted.  See  The  Marketing 
and  Transportation  Situation,  July  1955,  "Proposals  for  Basic  Change  in  Transport 
Policy,"  an  analysis  by  Clera  C.  Linnenberg,  Jr.,  pp.  17-29. 
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Section  $  of  the  new  law  amends  the  Interstate  Commerce  Act  by  adding 
Section  13a,  allowing  railroads  to  discontinue  or  change  train  or  ferry  operations 
in  interstate  or  intrastate  service  without  regard  to  State  statutes,  State  con- 
stitutions, or  rulings  of  State  regulatory  bodies •  This  is  of  particular  impor- 
tance to  shippers  of  freight,  including  agricultural  products,  because  it  will 
enable  the  railroads  to  discontinue  unprofitable  passenger  services,  the  deficits 
from  which  have  had  to  be  offset  by  higher  charges  for  freight  service.  Here 
again  the  new  law  probably  will  help  both  shippers  and  railroads.  In  19!?6,  the 
railroads'  deficit  on  passenger  operations  amounted  to  $700  million  —  an  average 
subsidy  of  2-1/2  cents  per  passenger  mile,  provided  by  freight  shippers.  In  many 
instances,  a  railroad  has  wanted  to  discontinue  a  passenger  train  on  which  it  was 
losing  money,  but  a  State  government  has  forbidden  it  to  do  so* 

Hereafter,  to  discontinue  or  change  interstate  service  the  railroad  must 
give  the  ICC  30  days'  notice  of  its  intention*  If  the  Commission  does  not  dis- 
approve, the  change  becomes  effective  at  the  end  of  the  notice  period*  Within 
this  period,  the  Conmission  may,  upon  complaint  or  on  its  own  initiative,  begin 
an  investigation  of  the  proposed  discontinuance  or  change*  It  may  require  the 
operation  or  service  to  be  continued  pending  a  decision,  but  for  no  longer  than 
ii  months  beyond  the  original  notice  period*  If  the  Commission  decides  against 
the  discontinuance  or  change,  the  railroad  must  continue  the  service  for  1  year* 
The  same  procedure  must  be~ repeated  at  the  end  of  the  year  if,  at  that  time,  the 
railroad  still  desires  to  discontinue  the  service. 

In  order  to  grant  a  discontinuance  or  change  in  intrastate  service,  the  ICC 
must  hold  a  full-scale  hearing  and  find  that  (1)  the  change  is  consistent  with 
the  present  or  future  public  convenience  and  necessity  and  (2)  the  continuation 
of  the  service  will  constitute  an  unjust  and  undue  burden  on  the  interstate 
operations  of  the  railroad  or  railroads  involved* 

Expediting  Decisions  on  Intrastate  Charges  and  Practices 

The  Interstate  Conmerce  Commission  has  long  had  the  power  to  investigate  any 
rate,  fare,  charge,  classification,  regulation,  or  practice  (of  a  railroad  or 
pipeline)  which  gives  a  preference  or  advantage  to  intrastate  transportation  over 
interstate  transportation  or  which  unjustly  discriminates  against  or  places  an 
undue  burden  on  interstate  commerce*  Heretofore,  the  Commission  has  had  either 
to  wait  until  the  State  authority  involved  had  rendered  a  decision  or  to  hold 
joint  hearings  with  that  authority.  The  new  law  authorizes  the  Commission  to 
make  its  investigation  and  render  its  decision  even  though  the  matter  may  still 
be  pending  before  a  State  authority  or  may  not  yet  have  been  considered  by  the 
latter.  Interstate  shippers  probably  will  share  the  railroad  view  that  this 
is  a  change  for  the  better*  Intrastate  shippers  may  feel  differently,  since 
the  new  procedure  probably  will  speed  up  some  increases  in  the  rates  they  pay. 


-  38  - 

Agricultural  Commodities  Exemption 

Important  changes  were  made  also  in  the  part  of  the  Interstate  Commerce 
Act  which  provides  for  Federal  Regulation  of  interstate  trucking,  although 
intrastate  trucking  remains  free  of  Federal  control.   That  Act's  Section 
203(b)(6)  --  commonly  called  the  "agricultural  commodities  exemption"  clause  — 
has  thus  far  exempted  the  interstate  motor  carriers  of  fish,  livestock,  and 
all  agricultural  commodities  from  economic  regulation  by  the  Interstate  Commerce 
Commission  —  control  over  such  matters  as  the  truckers'  routes  and  rates.  3/ 
The  exemption  does  not  apply  to  "manufactured  products"  of  agricultural  commod- 
ities.  The  interstate  trucking  of  manufactured  products  has  been  subject  to 
economic  regulation  by  the  ICC  throughout  the  23  years  of  Federal  regulation 
of  motor  carriers. 

There  has  been  considerable  litigation  as  to  whether  individual  commodities 
were  agricultural  or  manufactured.   The  question  is  whether  a  particular  farm 
commodity  has  been  processed  enough  to  have  become  a  manufactured  product.   In 
general,  the  railroads  and  some  segments  of  the  trucking  industry  have  supported 
a  broad  concept  of  "manufactured  products"  —  which  would  mean  a  broad  definition 
of  what  transportation  is  to  be  regulated.   Farm  groups  have  been  more  disposed 
to  favor  a  broad  concept  of  "agricultural  commodities"  --  a  more  restricted 
idea  as  to  what  transportation  should  be  regulated.  4/ 

In  March  1958,  the  Interstate  Commerce  Commission's  Bureau  of  Motor 
Carriers  issued  its  Administrative  Ruling  No.  107,  listing  many  commodities 
which  the  ICC  or  the  courts  had  held  to  be  agricultural  and  many  others  which 
the  ICC  or  the  courts  had  held  to  be  manufactured.   The  ruling  made  clear  that 
there  might  be  additional  commodities  which  would  later  be  held  to  be  agricul- 
tural or  to  be  manufactured.   Some  commodities,  already  on  the  market,  which 
might  be  regarded  as  agricultural  or  as  manufactured  from  farm  products,  are  not 
found  in  Ruling  No.  107.   Furthermore,  new  types  of  processing  of  farm  commodities 
will  doubtless  arise  and  bring  new  questions  as  to  whether  the  processing  has 
gone  far  enough  that  the  commodity  is  not  agricultural  but  manufactured. 


3/  Economic  regulation  differs  from  safety  regulation,  which  means  govern- 
mental control  over  safety  equipment,  hours  of  continuous  driving  by  one  man, 
and  the  like.   The  ICC  exercises  safety  regulation  over  all  interstate  truck- 
ing.  In  keeping  with  common  usage,  when  this  article  refers  to  "regulated" 
trucking  it  means  trucking  subject  to  economic  regulation. 

4/  As  to  the  development  of  the  exemption,  see  U.S.  Dept.  Agr.  Market. Res. 
Rpt.  188.   The  Agricultural  Exemption  in  Interstate  Trucking  —  A  Legislative 
and  Judicial  History,  by  Celia  Sperling,  July  1957. 
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Section  7  of  the  Transportation  Act  of  195>8  amends  the  Interstate  Commerce 
Act»s  exemption  provision.  The  new  law  gives  the  commodity  list  £/  in  Ruling 
No*  107  the  status  of  a  part  of  the  Interstate  Commerce  Act;  but  "Congress  has 
not  said  this  list  shall  have  no  products  added  to  it  hereafter,  as  either 
exempt  or  not  exempt,  as  a  result  of  future  decisions  by  the  ICC  or  the  courts. 
Instead,  Congress  has,  in  effect,  forbidden  the  shifting  of  commodities  already 
on  the  list  from  one  classification  to  the  other  through  future  decisions  of 
the  ICC  or  the  courts* 

Moreover,  the  new  legislation  amends  the  exemption  in  both  directions*  It 
modifies  the  ICC  list  of  agricultural  commodities  by  providing  for  economic 
regulation  of  the  trucking  of  frozen  fruits,  frozen  berries,  frozen  vegetables, 
cocoa  beans,  coffee  beans,  tea,  hemp,  wool  tops  and  noils,  and  wool  waste  which 
has  been  carded,  spun,  woven  or  knitted  —  all  of  which  had  been  listed  in 
Ruling  No.  107  as  exempt.  Earlier,  some  of  these  had  been  held  by  the  ICC  to 
be  nonexerapt,  but  the  Commission  had  been  overruled  by  the  courts  and  hence 
Ruling  No.  107  lists  them  as  exempt*  For  those  commodities,  there  has  been  a 
succession  of  changes  in  status.  First  the  ICC  declared  them  nonexempt,  then 
the  courts  decided  they  were  exempt,  and  now  Congress  has  given  them  nonexempt 
status. 

The  new  law  also  brings  the  trucking  of  bananas  and  Imported  wool  under 
regulation.  The  ICC  Commodity  List  had  not  included  bananas.  It  included  wool 
(without  regard  to  whether  it  was  imported  or  domestic)  as  an  exempt  commodity. 

The  new  law  broadens  the  exemption  as  regards  the  interstate  trucking  of 
fish.  Hitherto  the  trucking  of  "fish  (including  shellfish)"  was  exempted. 
This  broad  grouping  was  deemed  by  the  ICC  or  the  courts  to  exclude  such  fresh 
or  frozen  fish  products  as  codfish  cakes,  clam  juice  or  broth,  cooked  or 
partially  cooked  fish  or  shellfish,  salmon  croquettes,  deviled  crabs,  clams 
or  lobsters,  frozen  dinners,  and  fried  fish  fillets,  oysters,  or  scallops. 
Hence,  all  of  these  appeared  in  Ruling  No.  107  as  nonexempt.  The  new  law  has 
the  effect  of  including  these  commodities  —  and  indeed  all  "cooked  or  uncooked 
(including  breaded)  fish  or  shellfish  when  frozen  or  fresh"  —  within  the  scope 
of  the  exemption.  Fish  and  shellfish  which  have  been  treated  for  preserving, 
such  as  canned,  smoked,  pickled,  spiced,  corned  or  kippered  products,  remain 
outside  the  exemption. 

Section  7  of  the  Transportation  Act  of  1958  also  contains  a  provision  for 
"grandfather  rights"  for  those  motor  carriers  which  had  been  operating  as  exempt, 
for-hire  haulers  of  those  commodities  now  being  brought  under  or  returned  to 
economic  regulation.  This  requires  the  Interstate  Commerce  Commission  to  grant 
operating  rights  to  those  interstate  motor  carriers  which  can  prove  to  its 
satisfaction  that  they  were  engaged  in  hauling  these  commodities  on  May  1,  1958, 
and  that  they  have  continued  to  do  so  since  that  time.  These  rights  would  apply 
only  within  the  area  or  between  the  points  where  the  carrier  had  been  operating. 
Various  motor  carriers  now  have  applications  for  such  rights  pending  before  the 
ICC. 

5/  The  ruling  contains  only  one  list.  Some  coirmodities  in  that  list  are  noted 
as""exempt  and  the  others  as  not  exempt. 
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Private  Transportation 

Section  8  of  the  new  law  is  intended  to  curtail  buy-and-sell  operations. 
This  is  a  device  employed  by  some  interstate  truckers  of  nonexempt  commodities 
who  have  no  operating  rights  granted  by  the  ICC  or  have  rights  that  fail  to 
cover  something  which  they  want  to  haul.     The  trucker  purchases  the  cargo  in 
one  State,  hauls  it  into  another,   and  sells  it  there.     He  has  thus  availed  him- 
self of  the  fact  that  the  Interstate  Commerce  Act  provides  for  no  economic  reg- 
ulation of  private  trucking  —  the  hauling  of  one's  own  goods.     Moreover,  from 
World  War  II  until  August  1,  19 £8,  there  was  a  3-percent  transportation  tax,  but 
it  did  not  apply  to  private  hauling.     Truckers  engaged  in  buy-and-sell  operations 
say  that  they  are  distributors  or  merchandisers  as  well  as  haulers.     The  rail- 
roads and  the  regulated  motor  carriers  declare  that  buy-and-sell  operations  are 
essentially  the  same  as  for-hire  trucking  (hauling  another's  goods  in  return  for 
a  transportation  charge)   and  therefore  are  an  evasion  of  the  ICC's  authority 
over  for-hire  trucking. 

To  assure  that  what  purports  to  be  private  trucking  is  indeed  private,  the 
new  law  provides  that,  for  a  person  to  be  considered  a  private  trucker,  he  must 
be  conducting  some  other  kind  of  business  as  his  "primary  business  enterprise  ,w 
and  his  trucking  must  be  a  part  of  and  in  furtherance  of  his  primary  business 
enterprise. 

This  "primary  business  test"  was  adopted  by  the  ICC  many  years  ago  for  its 
own  guidance  in  deciding  whether  a  trucking  operation  which  seems  to  be  private 
is  actually  that,  and  the  ICC's  use  of  the  test  has  been  upheld  by  the  courts.  6/ 
Using  this  test,  the  ICC  has  regarded  a  manufacturer  as  a  private  trucker 
if  he  trucks  his  own  product  to  his  customers  in  another  State  —  even  if  he 
makes  a  separate  charge  for  the  transportation  service.     Putting  the  test  into 
a  statute  makes  clear  that  Congress  wants  the  test  to  continue  to  be  applied, 
and  also  may  simplify  enforcement  of  the  test  somewhat. 

Summary 

In  the  new  legislation  the  guaranty  of  loans  for  improvement  of  railroad 
facilities  is  designed  to  bring  better  service  and  thus  help  both  railroads  and 
shippers.  The  authority  for  discontinuance  of  unprofitable  services  is  expected 
to  strengthen  the  railroads'  financial  position  and  remove  the  need  for  higher 
charges  on  other  operations  to  subsidize  those  that  are  unprofitable.  Similarly, 
the  increased  authority  given  the  Interstate  Commerce  Commission  to  take  action 
on  intrastate  rail  transportation  is  aimed  at  removing  burdens  on  interstate 
movement.  The  provisions  in  the  Interstate  Commerce  Act  which  exempt  agricultural 
truckers  frcm  rate  and  route  control  are  narrowed  by  the  new  law  in  some  respects 
—  although  less  than  the  railroads  and  regulated  trucklines  desired  —  and  are 
broadened  in  other  respects.  The  clarification  of  the  meaning  of  private  truck- 
ing ratifies  the  rule  that  the  ICC  has  been  following. 


6/  Woitishek  Canimon  Carrier  Application,  1*2  MCC  193  (19U3);  Lenoir  Chair  Co. 
Contract  Carrier  Application,  51  MCC  65,  at  page  75  (19U9);  Brooks  Transportation 
Co.  vs.  United  States,  93  F.  Supp.  517  (1950),  affirmed  in  3U0  U.S.  925  U951)» 
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THE  LEVEL  OF  RAIL  FREIGHT  RATES  ON  FARM  PRODUCTS,  1952-57  l/ 
Preliminary  Versus  Final  Indexes 

Preliminary  rail  freight  rate  indexes  for  1953-56,  published  in  October  1956,  have 
been  revised  and  are  now  available  in  final  form  (table  9)-  2/  There  is  little  differ- 
ence between  the  preliminary  indexes  for  the  five  major  commodity  groups  and  those  now 
published  except  for  the  cotton  index  for  1956,  which  was  estimated  at  136  and  is  now 
computed  at  120.   The  combined  index  did  not  differ  from  the  preliminary  estimates  by 
more  than  one  point  in  any  year. 

Table  9.-   Annual  rail  freight  rate  indexes  for  selected  agricultural 
commodities,  1952-57>  and  percentage  increases  between  19^5  and  1957  1/ 
(1947-49  =  100) 


Fruits 

Years 

Live- 
stock 

Meats 

and  veg- 
etables 

Wheat 

Cotton 

Combined 
index 

1952  

127 

127 

116 

123 

124 

122 

1953  

130 

130 

117 

127 

128 

125 

1954  

130 

130 

117 

127 

128 

125 

1955  

130 

130 

117 

127 

125 

124 

1956  

136 

136 

121 

133 

120 

129 

1957  

146 

144 

128 

l40 

119 

136 

Percentage  increases : 

19^5  to  1957  2/  

100 

100 

62 

87 

53 

79 

1/  The  indexes  shown  here  are  based  on  actual  rate  levels,  and  rises  reflect  rate 
increases  actually  taken  by  the  railroads.   The  increases  were  somewhat  below  those 
authorized  by  the  Interstate  Commerce  Commission.   The  latter  appears  in  an  ICC 
statistical  series. 

For  index  numbers  1913-51  and  methodology  see  Methods  Used  in  Computing  Rail  Freight- 
Rate  Indexes  for  Farm  Products,  by  Robert  B.  Reese,  U.  S.  Dept.  Agr. ,  AMS-209,  issued 
Oct.  1953,  reissued  Sept.  1957. 

2/  For  example:   The  livestock  rate  index  for  1957  is  exactly  twice  the  index  for 
1945. 

Commodity  Differences  as  to  Rate  Increases 

A  comparison  of  the  annual  indexes  for  1957  with  those  for  1945  shows  increases  3/ 
of  widely  different  amounts.   The  cotton  rate  index  for  1957  >ra.s  only  about  half 
again  as  high  as  that  for  1945.   The  1957  index  for  fresh  fruits  and  vegetables  was 
62  percent  above  that  for  1945,  while  the  index  for  wheat  went  up  by  87  percent  and  the 
indexes  for  livestock  and  meats  each  doubled.   The  increase  in  the  fruits  and  vegetables 
index  was  limited  chiefly  by  holddowns. 

The  Interstate  Commerce  Commission's  usual  procedure,  when  it  grants  a  rate  increase, 
is  to  express  the  increase  as  a  percentage;  but  the  rate  increase  on  some  commodities, 
Including  fruits  and  vegetables,  is  likely  to  be  granted  subject  to  a  dollars-and-cents 
limitations  —  such  as  not  more  than  7  cents  per  100  pounds.   For  the  commodities 
involved,  this  practice  limits  percentage  increases  on  shipments  moving  any  great  dis- 
tance, and  reduces  the  percentage  spread  between  rates  for  short  and  long  distances. 
For  example,  the  rate  increase  which  took  effect  on  December  28,  1956,  was  5  percent 
(except  on  movements  wholly  within  Eastern  Territory),  but  with  a  holddown  of  7  cents 
per  100  pounds  on  fresh  fruits  and  vegetables.   This  meant  that,  on  the  rail  movement 
of  potatoes  from  Winter  Garden,  Florida,  to  New  York  City,  the  rate  went  up  by  the  full 
5  percent  —  a  change  from  $1.28  to  $1.34  per  100  pounds.   On  the  rail  movement 


1/  Prepared  by  Mildred  R.  DeWolfe,  Transportation  and  Facilities  Branch,  Agr.  Market. 
Serv. 

2/  See  Oct.  1956  issue  of  this  Situation,  p.  11,  table  4. 

3/  See  The  Marketing  and  Transportation  Situation:  Apr.  1956,  "Higher  Freight  Rates 
and  Other  Transport  Developments,"  by  Ezekiel  Limmer,  p.  12;  May  1957*  "Recent  Develop- 
ments In  Transportation,"  by  Celia  Sperling,  p.  11;  and  Nov.  1957>  "Transportation 
Charges,"  by  J.  G.  Nale-Povic,  p.  10. 
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of  potatoes  from  Bakers field,  California,  to  New  York  City,  the  old  rate  was  $1.83. 
Hence,  a  5-percent  increase  would  have  been  9  cents.   Because  of  the  7_cent  holddown, 
the  rate  rose,  instead,  to  $1.90  —  an  increase  of  k   percent. 

Over  a  period  of  years,  holddowns  are  responsible  for  smaller  cumulative  percentage 
increases  in  the  rates  on  commodities  subject  to  them  than  in  the  rates  on  other  commodities. 
The  latter  include  livestock  and  meats. 

The  cotton  index  reached  a  peak  of  128  in  1953  but  has  declined  in  recent  years.  By 
1957  it  had  dropped  to  119-  Cne  possible  explanation  for  this  downward  movement  is  that 
competition  from  other  carriers,  notably  trucks,  lowered  the  rates. 

Monthly  Indexes  -  A  New  Feature 

Monthly  indexes  beginning  with  January  1956  are  a  new  feature  of  the  rail  freight 
rate  indexes  (table  10).   Like  the  yearly  indexes,  the  monthly  indexes  measure  only  rate 
levels.   They  do  not  reflect  seasonal  variation  in  the  origins  and  destinations  of  a  given 
commodity.   The  same  volume  weights  are  used  for  the  various  origins  and  destinations  as 
in  the  annual  indexes.   The  monthly  indexes  will  be  published  at  least  annually,  at  the 
same  time  as  the  annual  rail  freight  rate  indexes. 


Table  10.-  Monthly  rail  freight  rate  indexes  for  selected 
agricultural  commodities,  1956-57  1/ 

(19V7-1+9  =  100) 


Year  and  month 


Live- 
stock 


Meats 


Fruits 
and  veg- 
etables 


Wheat 


Cotton 


Combined 
index 


1956  : 

Jan :  130 

Feb :  130 

Mar :  135 

Apr :  137 

May :  137 

June  :  137 

July :  137 

Aug :  137 

Sept :  137 

Oct :  137 

Nov :  137 

Dec :  138 

1951  : 

Jan :  144 

Feb :  144 

Mar :  l44 

Apr :  l44 

May :  l44 

June  :  l44 

July :  144 

Aug :  1U5 

Sept :  l49 

Oct :  l49 

Nov :  l49 

Dec :  llj-9 


130 

117 

127 

121 

124 

130 

117 

127 

119 

124 

136 

121 

132 

124 

129 

137 

122 

134 

126 

130 

137 

122 

134 

125 

130 

137 

122 

134 

124 

130 

137 

122 

13»» 

119 

130 

137 

122 

134 

118 

130 

137 

122 

13* 

118 

130 

137 

122 

134 

116 

130 

137 

122 

134 

114 

130 

138 

122 

134 

114 

130 

143 

127 

139 

119 

135 

143 

127 

139 

118 

135 

143 

127 

139 

118 

135 

143 

127 

139 

117 

135 

l42 

127 

139 

117 

135 

l42 

127 

139 

117 

135 

ikz 

127 

139 

117 

135 

l42 

127 

i4o 

118 

135 

146 

130 

143 

121 

139 

l46 

130 

143 

121 

139 

146 

130 

l43 

121 

139 

146 

130 

143 

121 

139 

1/  For  annual  indexes  1952-57  see  table  9- 

Increase  in  1958 

The  1958  index  will  reflect  an  additional  rate  increase.  4/  Effective  February  15 
of  this  year,  the  ICC  granted  the  railroads  small  temporary  increases  in  rates  for  most 
farm  commodities.  In  September  1958,  the  Commission  replaced  these  with  permanent  increases, 
some  of  which  differ  from  the  amounts  allowed  last  February. 

4/  Ex  Parte  212.   See  The  Marketing  and  Transportation  Situation:  Apr.  1958,  "Recent 


Rail  Freight  Rate  Increases,"  by  Celia  Sperling  and  Clem  C.  Linnenberg, 
Nov.  1958,  "Transportation  Charges,"  by  Celia  Sperling,  pp.  12-l4. 


Jr.,  pp.  14-17 j 


